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Market Analysis—An Aid to Profitable Selling * 


By E.rnu Hepces, Sales Research and Statistics, 
Bausch & Lomb Optical Company 


t basses term “market analysis” should not be used too glibly. It is time 

that we defined just what is meant by market analysis. It is time, too, 
that we examine the type of project we are studying by market analysis 
methods. Let us go over the complete project and see what we hope to 
accomplish ; how much it will cost; and what the project may be expected 
to pay in increased sales or curtailed selling costs. 

Dr. C. A. Reitell, speaking recently before a Chamber of Commerce 
group and a Budgetary Control Course in Rochester, N. Y., made an in- 
teresting statement on this subject. He said that all research projects, 
whether of this or any other type, should be definitely planned and budgeted 
a year in advance. The research worker should be requested to list all con- 
templated research projects with their cost and what they are expected to 
accomplish. Management would then be able to budget and control research 
expenses to obtain the maximum return. 


The Research Project 


I shall outline a definite project in market research, and go as deeply 
into the various phases of that project as space will permit. To that end, 
let us assume our line of product is scientific equipment—instruments to be 
sold to industrial concerns. These instruments are to be used in two phases 
of manufacture: 
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1. Along the production and inspection lines to examine goods in 

process for accuracy and quality. 

2. In the research laboratories where new processes and new products 

are being studied. 

This equipment is to be sold to an industrial market, one of the com- 
plex markets that industrial sales managers face. The market must be de- 
fined in terms of the various industries of which it is composed. The vari- 
ous types that make up the 364 industries the government classification shows 
will not help. Only about 15 per cent of these industries make up the market 
in question. There are special instruments and special applications in each 
industry. . 

A word about buying motives. It can readily be seen that products such 
as described above cannot be sold on the basis of return on investment, as 
many industrial installations are now being sold. The market to which such 
products can be sold in depression years is in concerns where processes are 
being changed; where the manufacturing line is being reorganized; and 
where quality is being more carefully analyzed. There inspection and ex- 
amination are necessary as never before. In an industrial concern where the 
research departments are striving for new products, working more energeti- 
cally than ever before for something new to bolster declining sales, a 
market exists. There certain types of scientific instruments are essential 
to speeding up the processing or producing of the new product. Instruments 
can be sold there if such markets can be uncovered and effort concentrated 
on them. 


Planned Sales 


The method proposed can be briefly summarized in the words “planned 
sales’—a planned system of sales quotas and a planned system of sales 
effort and sales expense to attain those quotas. Most concerns are faced today 
with the necessity of curtailing sales expense, eliminating traveling expense, 
eliminating men, and using the remaining sales effort more effectively. Two 
phases of curtailment are immediately apparent: 

1. Instead of eliminating men, the direction of the effort of those men 
now on the sales force may often be improved to produce results sufficient to 
keep many of the best salesmen with the organization. The only answer I 
have heard to that problem is sales research, to determine where the coverage 
of the market can be improved. 

2. It may be necessary to cut the sales personnel considerably to effect 
economies. It is not possible to allow sales to decline still further because the 
sales calls are not being made. A vicious circle, leading to the complete col- 
lapse of sales, would be set up if this happened. It becomes necessary to do 
just as much work with the remaining men. Market analysis must make these 
men more efficient in planning their activities. 
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in In an industrial market, such as the one described above there is a great 
tendency to sell by a “shot-gun method.” A barrage of fine shot is sprayed 
ts over this complex industrial market with the hope that some stray shots may 
take effect. It is becoming more and more necessary in these depression years 
n- to lay aside the shot-gun, take up a high-powered rifle, and definitely draw 
e- the sights down fine on some parts of the industrial market that have real 
i- possibilities. 
vs 
et Sales Facts 
ch Certain tools are needed to carry out such a project. The first is the 
correct type of records. If there are 364 types of industries in the country, 
. perhaps the selling of 100 of them is being done by the company under dis- 
as cussion. Complete records on what industries are being sold; where they are 
ch located geographically ; and what products are being sold to these industries, 
re are the first essentials. Records on where the salesmen have been calling, what 
id their sales activities show in regularity of coverage, and in sales results are 
X- also needed. 
he 
i. Potential Markets 
a The second thing needed is a potential market study. A brief outline of 
al a method of developing a market study for the line of product described will 
ts be of interest. The industries being sold must be scrutinized carefully. It will 
ed probably be found that although roo industries are sold, most of the indus- 
trial sale is concentrated in 40 industries. These 40 leaders may be grouped 
as to importance and kindred nature of their activity. An industry list as a 
basis for the potential study will be produced from this analysis. Table I 
ed shows a typical list. 
es 
“4 Tanz I 
vO INDUSTRIAL EQuIiPMENT MARKETS 
A. Major Markets 
en I. Metals—Metallurgical Control 
to 1.* Iron & Steel 
iS | 2.* Motor Vehicles 
ge 3. Forgings, Iron & Steel 
4. Aluminum Manufacturers 
5. Brass, Bronze & other Non-ferrous Alloys 
ct 6* Aircraft & Parts 
he 7. Springs, steel 
1- 8. Iron & Steel (Blast Furnaces) 
Jo 9. Iron & Steel (Processed) 
se 10.* Firearms 
11.* Locomotives 


12. Babbitt Metal, White Metal, Type Metal, etc. 
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II. Textiles 
. Dyeing & Finishing Textiles 
Silk Manufacturers 

. Woolen Goods 

. Cotton Goods 

. Wool Scourings 

Rayon 

Metals—Metal Forming & Machinery 

1.* Iron & Steel, Steel Works & Rolling Mills 
2. Textile Machinery & Parts 
3. Machine Tools 
4.* Motor Vehicles 

5. Screw Machine Products 
6. Bolts, Nuts, etc. 

7. Typewriters & Supplies 
8.* Aircraft & Parts 
9. Scales & Balances 
10. Sewing Machines, cases & attachments 
11. Clocks, Time Recording Devices 
12. Cash Registers, Adding Machines, etc. 
13.* Firearms 
14.* Locomotives 
15. Watch & Clock Materials and Parts 
16. Watches & Watch Movements 


Paint, Lacquers & Varnish 

1. Paints & Varnishes 

2. Oil, Cake & Meal, Linseed 
V. Paper & Pulp 


1, Paper 
2. Pulp 


B. Minor Markets 
I. Chemical 
II. Ceramics 
III. Foods 
IV. Leather 
V. Rubber 
VI. Sugar 


* Appears in both metal groups. 


Five major divisions absorb 95 per cent of the product. Then there are 
six minor industries that make up most of the remaining 5 per cent, such as, 
chemicals, foods, ceramics, sugar, leather, and rubber industries. The first 
five major industries are further broken down into sub-groups. Under Tex- 
tiles, for instance, there are cotton goods, woolen goods, rayon, silk, and dyeing 
and finishing industries, etc. 

With the classification of industry types correctly set up, it is necessary 
to build under each classification an analysis of the location of these plants, 
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their number, and their importance. The best source of such data is the Gov- 
ernment Census Report on number of industrial establishments of each type 
in each county in the country. 

This market study should be built for each type of industry outlined, 
locating the plants both by sales district and sub-division of district. 


Weighting the Market Index 


The application of instruments in each industry is the next important 
analysis. The importance of the various industries as markets must be 
weighted. For instance, the cotton goods plant can buy one small instrument 
that may amount to not more than $100. That is all the application there is 
in that type of plant. When such an instrument is sold to one of these plants, 
the market is closed for several years. The dyeing and finishing industries in 
the textile field may buy equipment that would amount to $1,500—a complete 
laboratory outfit for the analysis and control of color. In the market study it 
becomes necessary to weight such industrial concerns in accordance with the 
importance of the application that can be sold to them. In this way a study 
can be worked out which will be specialized as to type of industry and as to 
application. Any additional information that is available on the relative size 
of the plants, value of their output, or the number of their employees will 
also be helpful. 

The result of this research will be a valuable market study. The various 
tables developed in building up the study will show the make-up of the market 
in each district. This information may be placed on a chart of the sales dis- 
tricts of the company. The percentage of the available industrial market 
located in each sales district can be illustrated by a simple bar chart. Perhaps 
1814 per cent of the industrial market is in the New York district, 14.7 per 
cent in the New England district, and in the western district only 2.7 per cent. 
It can be seen from the tables and analyses which make up such a summary 
chart that the large bar representing the New York district can be broken 
down to show how much of that market is textiles, how much is metal manu- 
facturers, and paint and varnish makers. How many plants make up each 
market indicated can also be shown. 


Breaking Down Sales Districts to Sub-districts 


Another set of charts may be developed to show the break-down of each 
sales district. For instance, in the Pacific Coast district, the areas around 
Seattle, Portland, Spokane, and other centers, can be defined. The portion of 
the district market located in each sub-district area can be determined, These 
data also can be worked out by the proper set of tables that build up the perti- 
nent market data for each of the counties that surround each industrial 
center. Thus detailed information on each type of industry, and conversely, 
on each industrial center, is available. 
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Planned Sales Quotas 


What are the applications of this type of market study? If there is an 
interest in a budgeted set-up—planned sales and a planned selling program— 
then the application is easier. If it is a part of a completely coordinated budget 
system, such as the budget in use at the Bausch & Lomb Optical Company, 
then market analysis becomes another control for the big industrial machine. 
With the coordinated budget, the whole organization is thinking along budget 
lines. 

If the sales manager makes his plans to lay out a sales program for 1933 
that emphasizes going after business in a selected list of industries, with a 
selected list of instruments to push, then market studies of the type described 
will help him in a real way. In working out the sales budget for 1933, the sales 
research division should work very closely with the sales manager to determine 
the actual types of instrument and the number of instruments that can be 
sold in each of these industries, calling on the sales manager’s experience of 
previous years, as well as the last few months, to decide where the best op- 
portunities are likely to exist. Then if the salesman is finally brought into the 
picture, his opinion on prospects in the areas can be obtained, and his ac- 
ceptance of the budget program can be assured. 

If in the Philadelphia area, the market study shows that there are 200 
textile plants that could use a fabric testing instrument, and it is agreed that 
100 of these plants are fair prospects, then perhaps it will be decided to budget 
for 25 of these instruments in the district. The salesman agrees and accepts 
the budget of 25 fabric testing instruments. Item by item each budget is built 
up. The evaluation of these items becomes the district sales budget. 


Directed Sales Effort 


When sales planning is so advanced that such a thorough sales budget 
can be worked out, and all interested parties can be brought into the plan and 
committed to the program, then selling effort can be readily directed towards 
the predetermined goal. 

After the salesman is given all available data on the prospects in the dis- 
trict, the final step to be considered is how to control sales expense and sales 
effort to this predetermined sales quota plan as closely as is practical. There 
are a great many irregularities in the way money is spent in sales effort. A 
little analysis will uncover many of these inequalities, and the correction of 
them may be attempted. 

Let us look at the selling effort as of three types: 


1. The advertising put into the area. 
The distribution system—that is, the outlets through which the prod- 
uct is sold. 

The sales calls made by the salesmen, 
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In magazine advertising careful selection of the correct media going to the 
correct industries with the correct geographical distribution is important. If 
considerable money is spent on direct mail, putting literature into the types of 
industries described, then the direct mail plan should be carefully tied in with 
this predetermined sales program. If the sales program emphasizes the food 
industry for 1933, then an increased amount of direct mail should be sent 
into that industry. If the food industry is concentrated in any particular sec- 
tions of the country, then the mailings should follow that concentration. If 
the product is sold through distribution outlets, jobbers or branches, a study 
should be made to see if the outlets are correctly located, if they are giving 
service in making the instruments available at the points where sales should 
logically be made. 

Interesting discoveries may be made by carefully studying the way in 
which the men are traveling in their territories. Some simple tables may be 
built to show the traveling of the various salesmen. These tables may be re- 
produced as charts to visualize more easily to the management the regularity 
or lack of regularity that exists in the coverage of the territories. The aver- 
age concern will discover a great many existing irregularities in the way the 
money is spent in traveling the territories, all of which represents real op- 
portunities for savings. 

For instance, Table II shows a study of the salesman’s time spent in the 
areas making up the Cleveland district. This Table may be quickly presented 








Taste II 

DISTRIBUTION OF SALESMAN’S TIME COMPARED WITH POTENTIAL INDUSTRIAL MARKET 

Per Cent of Actual 

Per Cent of Salesman’s Time 

Potential Market Spent in 1932 
Cleveland: Asie) aisruii os Beate. Wat 27.5 41.3 
Pittsburg hy: Mimaki 6 Shes as i estpican Gees a nenk 25.2 13.2 
Bein, AGU kisiin sabi tibdiinn ddtphtiinn wwhis cette 11.5 15.1 
Younger: PANG. siiints oss Sis ah es ob 5 ase 10.1 42 
Coston ARGR Uidetis tee asé cvs UG Ehateedls odes 9.7 49 
Akron “Avee “oss dec 6S Ses. FRR teat 8.5 11.2 
Wheeling Agee (oo. Tih see ei tas eats 7.5 10.1 
100.0% 100.0% 


as a map chart. A black bar may be placed on each area to represent by its 
height the potential market existing there. A red bar alongside may repre- 
sent the actual time spent by the salesman in that area in a typical year. It is 
immediately apparent that the man spent one-half as much time as he should 
have in the industrial area around Pittsburgh, and double the time that he 
should have spent in the Cleveland market. He slighted Youngstown badly, 
and worked overtime in Erie. He was wrong in the distribution of his time 
between these areas. This type of chart called to the man’s attention will 
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either bring out the reason for this apparent uneven distribution of time, or 
will encourage him to correct the situation. 

A second chart may be useful in tracing the route of the salesman from 
week to week around the district to show the expense involved in traveling. 
The lines shown on this type of chart will indicate the roads traveled around 
the Cleveland-Pittsburgh-Erie circuit. It will uncover places where the route 
could have been planned more carefully. It will show how often and how far 
the man traveled to get back to the home city. Irregular travel subconsciously 
grows up with constant travel without proper analysis. Showing this type of 
chart to the men will tend to make them think along the correct line for the 
new year, and should bring some worthwhile improvements. 

One final step is suggested if the company is set up properly, and is in 
the right frame of mind to do an outstanding piece of work in handling the 
sales force. Standard route lists are proposed that will incorporate the pre- 
determined sales plan and that will show the best and most economical way 
to accomplish a given selling task. There are a few types of selling on which 
standard routes are not effective. But there are many more types of selling on 
which standard routes will work, and work with surprising efficiency. That 
is, if there exists a predetermined program of sales expressed as the sales 
budget, then the man power should be distributed correctly by district to give 
each area enough salesmen and salesman calls to do the selling task. The calls 
necessary to contact this market should be estimated. After these facts have 
been built up they should be checked with the salesman. By this method it is 
possible to lay out an equitable distribution of the man’s time between the 
cities and areas assigned to him. With colored strings, it is possible to trace 
the most logical method of routing, from area to area. By this type of experi- 
menting it is possible to prove which is the most economical way to travel the 
area. 

If at the end of the year analysis has uncovered and corrected the situ- 
ations discussed here, then the men will be spending exactly the correct amount 
of time in each area, and they will be covering the areas by the most eco- 
nomical routes. The plan will have allowed the men some leeway to do spe- 
cial service work, but will place them on a definite plan for covering the areas 
and making the sales calls in accordance with the predetermined sales program. 

It is amazing, to one who has not performed this type of analysis and 
who has not worked through data essential to this kind of sales facts, to dis- 
cover the amount of money that can be saved and the increased effectiveness 
that can be secured from a sales plan that has definite predetermined goals. 
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Abstracts and 


GENERAL MANAGEMENT 


Report of the National Transportation 
Committee 

The National Transportation Com- 
mittee appointed last fall by President 
Hoover under the chairmanship of the 
late Calvin Coolidge makes the follow- 
ing recommendations in its final report: 

1. Changed conditions require new 
policies but not abandonment of rail- 
road regulation. Regulation should not 
attempt to “rum the business” of trans- 
portation. It should concentrate on pro- 
tecting the public against discrimination 
and extortion and on requiring the most 
efficient service at the lowest competi- 
tive cost. 

2. The policy of trying to appraise 
railroad properties on some selected ba- 
sis of valuation and then saying that 
they are entitled to earn a fair return 
on this appraisal should be reconsidered. 

3. The railroads should do much that 
they have not done to improve their 
condition without any Government help 
at all: they should adopt the competing 
methods of which they complain; they 
should cooperate to reduce competitive ex- 
pense; financial management should be 
improved; transport methods and equip- 
ment should be brought up-to-date. In 
view of what could be done by better man- 
agement, the general outlook seems far 
from hopeless. 

4. Regulatory jurisdiction should be ex- 
tended to the whole National transporta- 
tion system but applied only to the extent 
necessary for public protection. 

5. These emergency recommendations 
should be adopted: Corporate reorganiza- 
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News Items 


tion can and should be facilitated by revi- 
sion of the bankruptcy procedure; the re- 
capture clause should be repealed retro- 
actively; the statutory rule of rate-mak- 
ing should be revised; “adequate security” 
does not necessarily mean “marketable col- 
lateral.” Feb. 13, 1933. 48 pages. 


The Barter Exchange Movement 
Spreads 
This article presents a summary of the 
rapid developments in the barter movement 
among the unemployed and lists sources of 
information. Public Management, Febru- 
ary, 1933, p. 44:2. 


America’s Contribution to European 
Industrial Progress 

A discussion of the great extent to 
which American technical skill is contrib- 
uting to Europe’s industrial progress and 
laying the “foundation for an increasingly 
greater demand for American ideas, meth- 
ods and goods.” By Wallace Clark. Ex- 
ecutives Service Bulletin, February, 1933, 
p. 5:3. 


Proceedings of the Laundryowners 
National Association, 1932 

Among the papers which were presented 
at the 49th Arinual Convention of the 
Laundryowners National Association of 
the United States and the American Insti- 
tute of Laundering, Toronto, Canada, Oct. 
17-20, 1932, which contain information on 
management are the following: How Can 
We Make a Profit on Reduced Volume by 
E. F. Wesely and H. R. Hoerr; Is Price 
the Answer? by W. E. Kenney and W. V. 
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Sibert; Turning Sales Training into Dol- 
lars and Cents by R. L. Buckingham; 
Management in These Times by W. J. 
Donald; Responsibilities of Management 
by MacKay Smith. Bulletin, Laundry- 
owners National Association, Sec. 3, Jan- 


uary-February, 1933. 236 pages. 


Self-Help Among the Unemployed—the 


Return to Barter 


The more striking experiments in which 
the unemployed have organized to help each 
other are discussed. The names and ad- 
dresses of such organizations are listed. 
The use of scrip and other methods of 
barter receives consideration. The extent 
of the self-help movement and the numbers 


involved is estimated. Information Ser- 
vice, Jan. 28, 1933. 4 pages. 


Buy American 
A warning to those who think they see 
an important step toward recovery in an 
almost complete exclusion of all foreign 
products. If we sacrifice foreign markets, 
it is pointed out, we shall sacrifice cus- 


tomers who now purchase 50 per cent of © 


all our cotton, 40 per cent of all our to- 
bacco, 30 per cent of our lard, 20 per cent 
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of our wheat, 35 per cent of our kerosene, 
30 per cent of our lubricating oil, 35 per 
cent of our copper, 28 per cent of our 
sewing machines, 40 per cent of our type- 
writers, 30 per cent of our printing ma- 
chinery, 23 per cent of our agricultural 
machinery, and 50 per cent of our motor- 
cycles. 

American investment in foreign enter- 
prises and other significant points are 
brought out in this plea against the Buy 
American movement, which concludes with 
the caution that we cannot live in the world 
and not be a part of it. By J. A. de Haas. 
Industry, Feb. 18, 1933, p. 1:2. 


Descriptive Information in Annual Re- 
ports to Stockholders 


This report completes a series of three 
studies of the procedures of more than 500 
companies in making an annual accounting 
to owners; it deals with current practices 
in describing products, manufacturing pro- 
cesses and improvements, sales trends, new 
acquisitions, industrial relations, business 
conditions, and other facts affecting the 
company and its operations. Policyholders 
Service Bureau, Metropolitan Life Insur- 


ance Company. 56 pages. 


FINANCIAL MANAGEMENT 


What’s Behind the Plant Account 


Investors were more concerned a few 
years ago with the earning capacity of pro- 
duction units and sought industrial man- 
agement, whereas nowadays they are more 
concerned with accounting methods—finan- 
cial management. The usefulness of many 
plants has been seriously impaired by this 
depression and although some would prove 
to be economical with but a slight recov- 
ery of production, some time must elapse 
before consumption would absorb enough 
of the output of others to render them prof- 
itable again. It behooves the investor to 
examine the production methods employed, 
weigh the factors which influence their 





production and then attempt to appraise 
the earning capacity of the particular en- 
terprise in the light of the future. In 
view of the prevalent write-down of capital 
and revised depreciation charges it is doubly 
important to try to make some analysis of 
the sufficiency of such financial adjustments. 
Mere accounting is not a good substitute 
for income derived from economical pro- 
duction. 

The past policy of the management 
towards expenditures for plant construction 
or acquisition should be the initial step in 
the examination of the plant account. The 
average investor is now sufficiently famil- 
iar with the pressure of economic factors 
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on a business and as the consequences of 
the past management of depreciation re- 
serves and surplus become apparent to fu- 
ture investors, more attention will be de- 
yoted to the technological factors, which 
affect the ability to recover and to remain 
profitable afterwards. By William Wren 
Hay. The Magasine of Wall Street, Feb. 
18, 1933, p. 473 :3. 


Uniform Systems of Cost Accounting in 
Great Britain 

Uniform systems of costing have been 
adopted by about a dozen industries in 
Great Britain. The most successful 
method has proved to be the establish- 
ment of a permanent Costing Committee 
which does propaganda work and also gives 
practical assistance when desired. 

The most notable instance of a uniform 
system is furnished by the British Federa- 
tion of Master Printers, which started 
work in this matter twenty years ago. The 
next most important effort is that of the 
British Ironfounders Association, dating 
from 1923, 

Difference of size is no bar to concerns 
adopting a uniform system if provision is 
made for the segregation of special fea- 
tures. By A. Williamson. Proceedings 
of the Fifth International Congress for 
Scientific Management, Amsterdam, July, 
1932, p. 1-51:3. 


Receiverships 


The procedure, tested by three years of 
experience, for the handling of bankruptcy 
cases through a trust institution, is out- 
lined. An organization chart of the re- 
ceivership division and a receivership prog- 
ress control record are reproduced. Amer- 
ican Bankers Association Journal, Febru- 
ary, 1933, p. 24:4, 


Frozen Loans or the Conditions Back 
of the Balance Sheet 

Sixteen important facts regarding a com- 

pany’s condition which are not revealed in 

financial statements are listed. Compe- 

tent investigation of questions and condi- 
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tions back of the balance sheet and income 
statements will set forth real facts, cor- 
rectly related, and in such a way that it is 
possible to isolate each problem and set 
about its solution, the author maintains. 
By Harold Vinton Coes. Credit Executive, 
January, 1933, p. 19:1. 


General Sales Tax 

The country is again agog with agitation 
for some form of general sales taxation. 
In this article, the author discusses the 
several varieties of general sales taxation 
in vogue today; the principle of ability to 
pay in relation to the general sales tax; 
the relation of the general sales tax to 
wages; the possible effect of the general 
sales tax on business; and certain inherent 
weaknesses of a general sales tax from the 
viewpoint of the government. By Alfred 
G. Buehler. American Federationist, Feb- 
ruary, 1933, p. 126:8. 


Rescission of Dividends 


When the board of directors of a cor- 
poration declares dividends, it generally 
makes them payable at a future date and 
when that date arrives, the distribution to 
the stockholders usually is made according 
to the terms of the resolution. However, 
between the date of declaration and the 
time set for payment, the corporation may 
have reverses which leave it in such con- 
dition that conservative financial policy 
would decree that nothing be paid to the 
shareholders. The question then arises 
whether or not the board has a legal right 
to rescind its declaration of dividends and 
withhold the proposed distribution of cash 
or other assets from the stockholders. The 
few court decisions which have been made 
on this point have been collected and are 
presented in this article. 

The majority rule is that the public 
declaration of a cash dividend from exist- 
ing surplus of profits creates a debt on 
the part of the corporation to its stockhold- 
ers, which obligation may not be rescinded 
without the consent of the stockholders 
even though no fund has been’ set aside 
for the distribution, and financial reverses 





subsequent to the declaration necessitate 
payment from capital. A stock dividend 
may be rescinded at any time prior to the 
actual issuance of the new shares under 
the theory that there is no absolute obliga- 
tion on the part of the corporation to its 
stockholders until the legal requirements 
for issuing the stock are complied with. 
The Accounting Re- 


do. There is no method 
of keeping track of these ratios equal to 
that afforded by the ratio chart, For the 


chart gives not only the relationship of each 
of the parts to the whole for each time in- 
terval but it shows at a glance the trend 
of each over the entire period—whether the 
relationships are holding constant or 
whether they are changing. 

The ratios chart is illustrated and its use 
is explained. Economic Trends, February, 
1933, p. 3:2. 


A Study in the Price Movement 
Under the Dow Theory—a well known 


of the railroad list. The hope for a bull 
swing is encouraged by a series of tech- 
nical indications independent of and minor 
to the Dow. Theory. By Charles J. Col- 
lins. Baorron’s, Feb. 13, 1933, p. 3:2. 


Financial Policies of Public Utility 


This study points out that the very large 
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that is reasonably adapted to the charac- 
teristics of the industry and to the financial 
needs of this form of organization. There 
would seem to be a dual incentive for hold- 
ing company managements to put their 
houses in order; the first arising from the 
desire to avoid any extension of public 
control which might result from evil effects 
of mismanagement, and the second grow- 
ing from the sensible attitude of those who 
wish to manage profitably and build well 
financially. The author offers thirteen 
suggestions which seem reasonable in light 
of the experiences of the companies studied 
and which are based on deductions which 
are reached from these experiences. By 
Merwin H. Waterman. Michigan Busi- 
ness Studies, Vol. V, No. 1, 1932. 186 
pages. 


Industrial Corporation Profits in 1932 
The reports of corporate earnings for 
1932 now being made public reflect in full 
degree the decline in the volume of busi- 
ness.and in prices which took place during 
the year. A preliminary summary of the 
reports of 375 industrial corporations, for 
the fiscal or calendar year 1932, shows a 
combined net profit after all charges but 
before dividends, and after deducting the 
deficits, of $56,000,000 compared with $225,- 
000,000 for the same companies in 1931, 
representing a decline of 75 per cent. 
Deficits for the year were shown by 55 
per cent of the reports tabulated to date, 
and aggregated $151,000,000, while in 1931 
deficits were reported by 36 per cent and 
aggregated $97,000,000. A few companies 
did better in 1932 than in 1931. The rec- 
ords of the National City Bank of New 
York show 52 concerns reporting an in- 
crease in profits, or a deficit changed to a 
net profit, but for the most part these com- 
panies are relatively small and not the lead- 
ing and representative organizations in their 
respective industries. A sizable group op- 
erated at a deficit both years, but decreased 
the size of the loss in 1932 compared with 
1931. Monthly Bulletin of The National 
City Bank of New York, February, 1933, 
p. 2:1. 




















Uniform Treatment of Treasury Stock 
and Bonds 

A study of representative certified state- 
ments of twelve corporations engaged in 
various industries, whose stock is listed on 
the New York Stock Exchange, has re- 
vealed dissimilar methods of showing treas- 
ury stock and bonds and the dividends and 
interest thereon. 

At present, there are three methods of 
treating treasury stock. The stock may be 
shown: 1. as a current asset; 2. as a non- 
current asset (the problem of valuation at 
cost or market must be considered) ; or 3. 


Insurance* 


Operation of Unemployment Insurance 
Systems in the United States and in 
Foreign Countries, 1931 and 1932 


Unemployment insurance systems in for- 
eign countries have carried on through the 
depression, although changes have been 
necessary in some of the systems to meet 
the demands caused by the increasing num- 
ber of unemployed. In some instances 
benefits have been curtailed and contribu- 
tions increased, while in several of the sys- 
tems, including those of Great Britain and 
Germany, the “means” or “need” test, by 
which unemployed persons are required to 
prove their need for financial aid, has been 
introduced. As a result of the general 
need for extended relief, State expendi- 
tures have increased greatly in nearly all 
countries. Monthly Laber Review, Jan- 
uary, 1933, p. 32:45. 


Life Insurance Trust 

A life insurance policy reserving the 
right to change the beneficiary is like a 
will. There has been much misunderstand- 
ing and difference of opinion on the effect 
which trusts will have in attempted deal- 
ings by the insured with his policies dur- 
ing his lifetime. A trust takes effect as 
soon as made, is ordinarily a gift to the 
trustee of actual property and the trustee 
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as a deduction from the outstanding issue. 

The contention of the author is that 
treasury stock or bonds should be treated 
as a deduction from the outstanding issue 
on corporation balance sheets; that divi- 
dends should be paid only on the outstand- 
ing stock, as, under the New York State 
law, treasury stock has no dividend or vot- 
ing rights; and that paying interest on 
treasury bonds results in the corporation 
paying to itself, as income, a part of the 
interest it has just paid out as an expense. 
By Stephen Chan. The American Account- 
ant, February, 1933, p. 44:2. 


holds the legal title to the property for 
the account of the beneficiary. There are 
inconsistencies with these principles when 
life insurance is used to establish a trust 
and the importance of correct understand- 
ing is emphasized. Anyone interested in 
this type of provision for future need, and 
wishing to safeguard his own interests, 
will find interesting data in this article. 
The Eastern Underwriter, Dec. 30, 1932, 
os 


Report of Ohio Commission on Unem- 
ployment Insurance 
Part II. Studies and Reports. The Ohio 
Commission on Unemployment Insurance, 
January, 1933. 304 pages. 


Period of Waiting Time Required Under 
Workmen’s Compensation Laws 
The waiting period provisions in the 
workmen’s compensation laws of the vari- 
ous states are given in this article. The 
“waiting period” in a compensation law re- 
quires a minimum duration of disability 
as a condition to the payment of compen- 
sation benefits. The laws of the different 
states vary in this respect, one state hav- 
ing no waiting period, while in two states 
and the Territory of Hawaii a waiting 
period of two weeks is required. In some 


* Insurance abstr contributed P. D. Berreatey, Assistant Treasurer, Graton & Knight 
Cu; Vien asians te Chites oF Tame bein heutiee Wakes denidame)* 
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states payment becomes retroactive if the 
disability continues beyond a stated period, 
and compensation is thus paid during the 
waiting period. Monthly Labor Review, 
January, 1933, p. 121:3. 


Correct Insurance Coverage as Stimu- 
lator of Business 


Improvement in business calls for an ac- 
companiment of correct insurance cover- 
age. This involves much—particularly the 
surveying of insurance needs. It calls for 
a knowledge of values, methods of im- 
proving risks, and of every element affect- 
ing protection. Emphasis is placed upon 
the value of analyzing insurance protec- 
tion carried by those who obtain credit, 
that bankers and others interested in the 
extension of credit should go further than 
demand only life and fire insurance pro- 
tection. The Eastern Underwriter, Dec. 
16, 1932, p. 18. 


OFFICE MANAGEMENT 


Can the Insurance Policy be Reformed 
or is it Unchangeable? 


Although a policy is presumed to con- 
tain the actual agreement of the parties, 
if through fraud of one and mistake of the 
other, or mutual mistakes, or because of 
the inadvertent accident, mistake or fraud 
of the scrivener in reducing the contract 
to writing, a court of equity has jurisdic- 
tion to reform the policy, even though the 
statutes require that the whole agreement 
between the parties shall be expressed in 
the policy. In order to justify reforma- 
tion, the agreement of the parties must be 
fully established. The insurance applica- 
tion is usually given great weight in de- 
termining the intent of the parties. The 
Statute of Limitation has no application 
unless the insurer made no effort to reform 
the policy after learning of the mistake. 
New York Journal of Commerce, Dec. 15, 
1932, 


Organization: Job Analysis, Employment, Pay, Tests 


The Family Spirit in Business 

Much of the “sincere loyalty aggressive- 
ness and real family spirit” that exists 
among the General Baking Company’s em- 
ployees is attributed to announced and 
strictly observed policy that “the door of 
opportunity always swings from within.” 
The company’s chairman writes of General 
Baking’s philosophy of personnel relations, 
which, he states has developed “a happy 
family of workers who feel that their own 
interest in the company’s affairs is recip- 
rocated fully by everyone in authority.” 
By Frederic H. Frazier. Executives Ser- 
vice Bulletin, February, 1933, p. 1:2. 


Noise and Efficiency 
More testimony that noise is prejudicial 
to efficiency; a resumé of some of the re- 
search centers investigating the problem; 
and some of the results obtained. The 
effects of noise abatement in some indi- 


vidual companies are considered. A bibli- 
ography on noise measurement and noise 
elimination is given in the same issue of 
this bulletin. Bulletin of the Internctional 
Management Institute, November, 1932, 
p. 169:3. 


Maximum Billing Production with Mini- 
mum Supervision and Fewer Errors 


When the billing department operates 
on a straight line production basis it is 
necessary, above everything else, to keep 
errors to an absolute minimum. The 
East Bay Municipal Utility District, Oak- 
land, California, serving 129,732 water 
consumers in its territory, is an outstand- 
ing example of the application of mechani- 
cal efficiency to quantity billing. Aside 


from the fact that billing has been speeded 
up according to a definite schedule and a 
15 per cent saving in operation cost, errors 
have practically been eliminated. If they 





























occur at all in the posting of monthly 
charges for water consumption they are 
certain to be rectified before the bills are 
mailed out. 

It is significant that the process of error 
elimination is practically automatic, since 
the application of the straight line produc- 
tion in the preparation of monthly bills im- 
plies a minimum of supervision. In no 
instance does error checking slow up the 
process; on the other hand, it serves to 
speed up the production of the monthly 
billing schedule. 

Simultaneously with the introduction of 
mechanical equipment in the billing depart- 
ment, the company inaugurated an accur- 
acy campaign among its staff of fourteen 
meter readers. From a monthly average 
of 227 errors per man the company suc- 
ceeded in reducing it to 122 six months 
later, and 90 errors a year after the cam- 
paign was inaugurated. By J. K. Novins, 
The Office Economist, January-February, 
1933, p. 10:2. 


Earnings of Office Workers in New 
York State Factories, October, 1932 
Weekly earnings of office workers in 

New York State factories averaged $31.86 

in October, 1932, as compared with $35.49 

in October, 1931, according to the annual 
survey of factory office workers’ earnings 
conducted by the State department of labor. 

The peak in the earnings of these workers 

was reached in October, 1930, with an 

average of $37.48 per week. Earnings of 
men in October, 1932, were more than 
double those of women, averaging $42.14 
per week against $20.49 for women. 
Monthly Labor Review, January, 1933, p. 
179 :2, 
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Methods of Promotion 


A systematic promotion plan reduces dis- 
content, defines prospects more clearly and 
encourages employees to try to qualify 
for advancement. The plan must, however, 
be plastic enough to meet needs of a grow- 
ing organization and of all types of work- 
ers. The initial selection of staff is vitally 
important. 

Information about the duties, salaries, 
graduations and types of workers re- 
quired in all departments should be re- 
corded and checked periodically. Simi- 
larly, details about every employee— 
health, character, education, experience, 
etc—should be systematically recorded, 
checked and revised. 

The results obtained from a question- 
naire sent to a considerable number of 
private and government concerns are given 
in the second half of the paper. By C. S. 
Myers and G. H. Miles. Proceedings of 
the Fifth International Congress for Scien- 
tific Management, Amsterdam, July, 1932, 
p. 5-12:10. 


Operation Standards and Procedures in 
Public Offices 

Examples of organization of clerical 
work in Polish district offices. Operation 
studies, new schedules, graphic coordina- 
tion of operations are discussed. Arrange- 
ment of desks in order of consecutive oper- 
ations is noted. The small lot method se- 
cures an almost continuous production. 
Office buildings with central hall and 
(ticket) windows are described. By Ed- 
win Hauswald. Proceedings of the Fifth 
International Congress for Scientific Man- 
agement, Vol. II, Amsterdam, July, 1932, 
p. 12-24:3. 


Records: Forms, Charts, Cards, Files, Statistics 


Simple Graphic Merchandise Transfer 
Record Serves Also as Stock 
Control 
The special record form used by Roos 
Brothers to control stock in their nine 
retail stores conveys a graphic picture of 
the stock on hand of each merchandise lot 


as well as goods on order, followed by in- 
formation showing the transfers to the 
various units in the chain, the sales, and 
the manner in which the stock inventory is 
effected by periodical price reductions. 
The merchandise manager and others 
who constantly refer to the visible file, in 











which the stock record cards are segre- 
gated by lot numbers, can learn how the 
various sizes have been distributed to the 
stores in the organization. In the event 
one branch runs short on one or more sizes 
in the respective lot, a transfer can be 
made quickly from the nearest branch 
either for the purpose of accommodating 
a customer, or to balance the store’s stock 
to meet anticipated demand. 


A comparison of the transfers effected to 
any one branch and the number of units in 
each size sold at that branch during any 
period gives an idea of the stock turnover 
of that size that is useful in ordering new 
merchandise and creating a true balance of 
merchandise on hand to meet future de- 
mands. Similarly the movement of the 
particular lot number can be gauged by 
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the number of units sold at price reductions 
in the stores. The procedure is explained, 
Management Methods, January, 1933, D. 
18:1. 


Twenty-One Reasons for Stock Contro] 

Stock records, as the essential back- 
ground of merchandise control, require the 
same careful consideration which is given 
to any other piece of industrial machinery. 
Its cost must be balanced against what it 
will produce. The first step is, naturally, 
a thorough consideration of the purposes 
to be served by an adequate and efficiently 
kept stock control. Twenty-one objectives 
to be reached in stock control, all of them 
of the greatest consequence, are listed. By 
Raymond E. Bell. Profit, January, 1933, 
p. 1:2. 


General: Promotion, Organization, Policy, Development 


Factory Payroll Budget of the National 
Cash Register Company 


The factory payroll budget of the Na- 
tional Cash Register Company is explained 
in detail. The methods used in arriving 
at the budgeted payroll should be rather 
readily applied in almost any type of busi- 
ness. The plan is based on the establish- 
ment of sales and production budgets and 
productive labor standards. The budgeted 
payroll is distributed by departments and 
by divisions. By R. F. Whisler. N. A. 
C. A. Bulletin, Feb. 1, 1933, Sec. I, p. 
853 :9. 


A New Four-Point Program for Regu- 
lating the Oil Industry 


The four objectives of a proposed inter- 
state agreement for the conservation of oil 
and gas are: 1. The creation of an inter- 
state fact-finding agency, perhaps selected 
from members of the state public service 
commissions; 2. A commitment by each 
state to adjust its oil production in ac- 
cordance with the allocation recommended ; 





3. The authorization of the interstate 
agency to recommend conservation laws; 
4. Federal regulation to accord with the 
forecasts of demand. By Northcutt Ely. 
Public Utilities Fortnightly, Jan. 19, 1933, 
p. 100:6. 


Engineering Advances in Dairy Pro- 
duction 

By Wheeler McMillen. Proceedings of 

the Fifth International Congress for Scien- 


tific Management, Vol. II, Amsterdam, 
July, 1932, p. 10-7 :7. 


The Location of the Shoe Industry in 
the United States 


The theory of industrial location; pre- 
liminary deductions in the case of the shoe 
industry ; history of the distribution of the 
industry; period 1630-1760: non-localized 
hand work; period 1760-1860: localization 
of the hand industry, relation of railroads 
to factors of transportation and labor cost; 
period 1860-1900: effect of mechanization, 
shifts in the tanning industry, changes in 
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financing ; equalization of regional advan- 
tages; period since 1900: rapid style 
changes, foreign markets, labor organiza- 
tion; outlook for the future; the theory in 


the light of experience in the shoe indus- 
try. By E. M. Hoover, Jr. The Quar- 
terly Journal of Economics, February, 
1933, p. 254 :23. 


Employment: Classification, Selection, Tests, Turnover 


Jewel Tea Saves by Using Standard 
Labor Costs 


About a year ago standard direct- 
labor charges were set up for each unit 
of product in the Jewel Tea Company. 

Each standard is checked about every 
two months. Only one change has been 
necessary, although changed wage rates 
will probably make future adjustments 
necessary. So far the discrepancies have 
been practically negligible. For instance, 
on one important product the standard la- 
bor charge for packaging was set at 14 
cents and 9 cents per 100 for the two sizes. 
The last check-up showed actual costs run- 
ning 139 cents and 9.2 cents, with the 
average considerably less than 0.1 cent per 
100 off the standard cost. 

Appreciable savings have resulted. The 
timekeeper is no longer needed; a clerk on 
analysis work has been transferred to an- 
other department; and an expensive man 
in the cost-accounting section has been re- 


placed by a less experienced clerk who 
could take his place because the task had 
been so much simplified. By A. V. Lever- 
ing. Factory and Industrial Management, 
February, 1933, p. 68. 


L’Exploitation Rationnelle de la Con- 
struction des Lignes Télégraphiques 
et Téléphoniques 

In Hungary all work concerning plan- 
ning, building and maintenance of telephone 
and telegraph plants is planned and ac- 
counted on the basis of the work-unit 
system. 

This system has been in practice for 35 
years with great advantage. An actual ex- 
ample shows how it is possible, in special 
cases where a higher efficiency than usual 
is required, to obtain excellent results with 
this system. By Désiré Véghely. Pro- 
ceedings of the Fifth International Con- 
gress for Scientific Management, Vol. II, 
Amsterdam, July, 1932, p. 11-21:3. 


Industrial Economics: Labor and Capital, Legislation, Wage Theory, 
Immigration 


The Process of Industrial Concentration 

The nature of the process of concentra- 
tion; the changing relative importance of 
different influences making for concentra- 
tion and the various means of effecting con- 
centration; 1. the effect of each method 
of concentration upon the efficiency of pro- 
duction; 2. the effect of each method of 
concentration upon the distribution of 
gains and losses resulting from economic 
change; 3. the problem of social control. 
Control has in the main rested upon judg- 
ment of the motives to concentration; this 
policy is unsatisfactory because of difficulty 
of application, and because it influences 
mainly the forms of concentration; the 


ultimate consequences of concentration are 
the most satisfactory basis for social con- 
trol; control upon such a basis will give 
prominence to very fundamental problems 
which must be faced. By Arthur Robert 
Burns. The Quarterly Journal of Eco- 
nomics, February, 1933, p. 277 :35. 


Paying for Technological Unemploy- 
ment 


Technological unemployment results 
chiefly from the introduction of improved 
equipment which reduces—sometimes to a 
startling degree—the requirements of hu- 
man labor. Individual instances of such 
labor displacement during the depression 
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quite apart from labor force reduction be- 
cause of curtailed operation, suggest that 
of the total unemployment today, the ratio 
of the technological type to the purely de- 
pressional is much larger than is generally 
realized. 

If technological unemployment is reach- 
ing proportions that threaten the volume 
of available purchasing power in the coun- 
try the idea of taxing the machine that 
displaces labor to help tide over the period 
until such labor can be relocated has ad- 
vantages. (See “Taxing Machines to Re- 
lieve Jobless,” abstracted in The Manage- 
ment Review, Dec., 1932, p. 371.) It places 
the responsibility for providing for dis- 
placed workers upon the agency that dis- 
placed them. This seems a just allocation 
of the burden. It would be difficult, how- 
ever, to give the idea practical application 
and avoid the many dangers inherent in it. 
Mistakes to be avoided would include in- 
troduction of conditions making existence 
on the transition dole so satisfactory as to 
discourage initiative, permitting it to extend 
over too long a period, taxing new equip- 
ment so heavily as to discourage progress, 
and allowing the handling of funds to be 
politically controlled. 

As long as the threat of technological 
unemployment of dangerous proportions re- 
mains as serious as it is today, no proposal 
that holds even a germ of a solution should 
be disregarded. The ultimate solution will 
probably be a composite of several ideas. 
The Service Letter on Industrial Rela- 
tions, Dec. 30, 1932, p. 477 :3. 


Report of Massachusetts Employment 
Stabilization Commission 


Massachusetts Special Commission on 
Stabilization of Employment, Dec. 12, 1932. 
250 pages. 


Canadian Census of Unemployment, 1931 


Of Canada’s 2,564,879 wage earners, 18.4 
per cent were not at work on June 1, 1931, 
according to the Dominion census of that 
date. Slightly over 15 per cent were re- 
ported as having no jobs and 1.7 per cent 


as temporarily laid off. The percentage of 


male wage earners with no jobs was much 
larger than the percentage of female wage 
earners without jobs, 17.7 per cent of the 
former being reported jobless and only 6.6 
per cent of the latter. Monthly Labor Re- 
view, January, 1933, p. 78:2. 


Thirty-Hour Week: Recovery Standard 
If the 30-hour week standard is to be 
really effective it must be applied on a 
nation-wide basis. Individual action by in- 
dustrial firms cannot be counted on to ad- 
just work hours. Thousands of employers 
already see that work hours must be short- 
ened. But there is slight chance of an in- 
dividual firm adjusting its work schedule 
to a shorter week when its competitors are 
lengthening hours and operating on a 55 
or even a 60-hour standard. A national 
standard, enforced in all states, is neces- 
sary to bring all in line. American Fed- 
erationist, February, 1933, p. 179 :8. 


Technocracy Offers Us a Gilded Stone 


In an address at the recent annual din- 
ner meeting of the Rochester, N. Y., 
Chamber of Commerce, John Van Deven- 
ter put Technocracy under the white light 
of searching inquiry. Human inertia can- 
not be banished by fiat, he declared, and 
Technocratic paternalism, like other forms 
of paternalism, would result in a sharp 
falling off in individual effort and effi- 
ciency. At the same time Technocracy 
would require a huge and costly bureau- 
cracy for the detailed planning and super- 
vision of the daily affairs of 125 millions 
of people, for checking up on the perform- 
ance of assigned tasks, and for keeping ac- 
count of individual inputs and outputs mak- 
ing up the energy budget. Such a chimer- 
ical “plan” implies a complete parting of 
the ways with the past. It implies a revo- 
lutionary experiment on a grand scale with 
no precedents to warrant hope of success. 

The premises of Technocracy are wrong, 
said Mr. Van Deventer. The machine is 
not to blame for the depression. Nor is 
the price system to blame. The fault lies 
with the heavy burdens that were imposed 
on the machine-—overcapitalization, graft, 
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government intrusion in business and 
mounting taxation, not to mention securi- 
ties speculation, which transformed the 
stock market into “the most stupendous 
gambling hell” in history. By John H. 
Van Deventer. The Iron Age, Jan. 26, 
1933, p. 159 :4. 


Some Occupational Changes from 1870 
to 1930 


This article describes some of the major 
occupational trends revealed by analyses of 
census statistics spanning the past six dec- 
ades. The percentage of the population 
gainfully employed increased from 1870 to 
1900 and has not changed greatly since. 
The percentage increase since 1870 of those 
employed in the various occupational 
groups is given. Greatest increase has 
been in clerical service, and the least in 
agriculture. The average age is steadily 
increasing in a majority of occupational 
groups. By Ralph G. Hurlin. The Per- 
sonnel Journal, February, 1933, p. 280:9. 


Unemployment Reserves: Some Ques- 
tions of Principle 

A discussion of the economic theory of 
unemployment reserves: 1. The incidence 
of contributions from employers; qualifica- 
tions: unemployment benefits may modify 
competition for employment; strengthening 
unionism introduces additional uncertainty ; 
the outcome affected by rigidity of money 
wage rates; shifting forward to consum- 
ers; the assumption that employment is a 
function of labor costs; the incidence of a 


limited system of reserves; the possibility 
that there is no net cost; 2. Employers’ 
contributions as incentives to stabilize em- 
ployment; the necessary conditions of ad- 
ditional financial incentives; effects would 
be largely on casual employment; 3. The 
form of the reserves: insurance or pooling 
vs. deposit or savings; pooled reserves not 
true insurance; contributions to pooled re- 
serves akin to taxes; pooled reserves a 
mixture of relief and insurance, and are 
as unstable as industry itself; the ethics 
and economics of the deposit or savings 
basis. By R. S. Meriam. The Quarterly 
Journal of Economics, February, 1933, p. 
312 :25. 


Unemployment in Buffalo, N. Y., No- 
vember, 1932 

A survey of unemployment in Buffalo, 
N. Y., in November, 1932, showed that of 
the males able and willing to work 32.6 
per cent were unable to find work and 23.4 
per cent were employed only part time. 
Of the females able and willing to work, 
25.4 per cent were without jobs and 19 
per cent had only part-time employment. 
Of the wholly unemployed males, three- 
fifths had been out of work for a year or 
more. Monthly Labor Review, January, 
1933, p. 77:2. 


The Problem of Old Age Dependency 


Some observations on its relief and pre- 
vention. Monograph No. 13, Social Insur- 
ance Series, Metropolitan Life Insurance 
Company, December, 1932. 47 pages. 


Benefit Systems and Incentives: Pensions, Vacations, Profit Sharing, 
Wage Plans, Suggestions, Stock Ownership 


For Unemployment Insurance see Insurance Section 


Wage Incentives 
Present-day methods of increasing effi- 
ciency are of two kinds: 1. those having to 
do with improvements in physical equip- 
ment; and 2, those which provide stimuli 
for the workers. This paper is concerned 
with the latter group. 


No system of increasing the workers’ 
efficiency will be successful unless it is un- 
derlaid with intelligent management. In- 
telligent management is shown in the loca- 
tion of shop or factory, the care given to 
hiring and placement, to the basic wage 
structure and promotional policies. Plans 





for insuring the workers’ security, and giv- 
ing them a voice in certain matters of in- 
dustrial relations also provide tangible ex- 
pression of company desire to provide fair 
treatment for the employees. 

Granting the need for this substructure 
of sound personnel administration, there 
remains the question of what can be ex- 
pected from financial and from non-finan- 
cial incentives to output. Some believe 
that most men, if properly appealed to, 
do their best from a desire to excel rather 
than for financial gain. This can be at- 
tained only through obtaining the worker’s 
interest and cooperation. Others hold that 
such financial rewards as are provided by 
bonus and wage incentive plans are neces- 
sary. These must be installed carefully if 
the full value of the incentive is to be 
attained and not changed to keep down 
workers’ earnings. 

These two types of incentives are far 
more closely related than might appear 
since neither can operate to the best ad- 
advantage without some consideration of 
the other. Non-financial stimuli will not 
gain results if wages are manifestly unfair, 
nor will the most elaborate bonus system 
obtain response from men who have been 
antagonized by the methods of installa- 


Plant: Location, Lighting, Heating, 


Accounting for Repairs and Main- 
tenance 

Many manufacturing organizations neg- 
lect to analyze carefully their repair and 
maintenance expenses and remain content 
to consider them a necessary evil of the 
modern system. A simple procedure, how- 
ever, can effect considerable savings which 


Research and Experiment 


Research Reveals That Green Packages 
Protect Foods from Rancidity 
Manufacturers have but to use green 
containers for oil-bearing foods to very 
largely prevent rancidity, according to a 
recent discovery by the U. S. Department 
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tion. No simple formula can be seized on 
and used automatically ; each company must 
display a nice sense of discrimination in 
choosing and adapting efficiency techniques, 
By A. H. Young. Proceedings of the Fifth 
International Congress for Scientific Man- 
agement, Vol. II, Amsterdam, July, 1932, 
p. 7-33 :8. 


Theory of the Incentive Effect of Wage 
Systems 


Analyzing a straight line wage system, 
the author explains three definitions of the 
incentive: 1. Wage per additional unit pro- 
duced; 2. Relative increase of earning as 
depending on the relative increase in effi- 
ciency; 3. New definition and its applica- 
tion to wage systems represented by any 
curve. 

The value of the new definition is made 
evident by the analysis of the Rowan sys- 
tem. In this wage system the incentive 
diminishes quickly with increasing effi- 
ciency, while in the Halsey system it grows 
and on piece work it has a constant value, 
By Professor Aleks Rothert. Proceedings 
of the Fifth International Congress for 
Scientific Management, Vol. II, Amster- 
dam, July, 1932, p. 7-25:8. 


Ventilation 

will pay many times over for the small 
expense entailed in printing forms and for 
the time and labor required for its opera- 
tion. The procedure is outlined. Illustra- 
tive forms and examples accompany the 
explanation. By W. J. Madison. N. A. 
C. A. Bulletin, Jan. 1, 1933, Sec. L p 
689 :16. 


of Agriculture. The Department has found 
that such commodities do not develop ran- 
cidity so soon when all other light except 
green is excluded. Black is the only other 
color found to be effective in this regard 
but it is considered less decorative. The 
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green best suited to this purpose was found 
to approximate the color of luxuriant 
grass. 

Similar protective qualities are claimed 
for containers of this color to such items 
as pecans, butter, lard, salad oil, and pea- 


Training and Education: 
Publications, Bulletin Boards 


The Training of Foremen in Modern 
Management Methods 


The history of foreman training in the 
United States is traced, its present extent 
and methods surveyed, and the results 
which have been secured outlined. By Ed- 
ward S. Cowdrick. Proceedings of the 
Fifth International Congress for Scientific 
Management, Amsterdam, July, 1932, p. 
4-112. 


Adjustment in Industry Through Train- 
ing 

Training is a prominent personnel activ- 
ity, but has been generally limited to new 
employees. There are many reasons for 
training experienced workers. Some fail 
to keep up with improved methods; they 
stagnate. Experience has shown that older 
workers can and are willing to learn. 
Training for related jobs is an effective 


Schools, 


nut butter, whether the containers were 
glass, boxes, bags, or sheet wrapping. 
This discovery is said to have wide appli- 
cation in many fields of food handling. 
Domestic Commerce, United States De- 
partment of Commerce, Feb. 10, 1933, p. 
38. 


Libraries, Apprenticeship, Employee 


form of unemployment insurance in the 
event of technological change and eco- 
nomic depression. The Philadelphia Elec- 
tric Company’s thoroughgoing program of 
training of experienced employees is de- 
scribed. Underlying principles in training 
are given. By Morris S. Viteles. The 
Personnel Journal, February, 1933, p. 295: 
12. 


Survey of Adult Technical Education in 
the New York Industrial Area 
Chamber of Commerce of the State of 
New York, 1933. 179 pages. 


Vocational Training for Aviation Me- 
chanics 


Suggestions relative to the organization 
and operation of training courses. Bulle- 
tin No. 142, Federal Board for Vocational 
Education, 1932 (revised). 286 pages. 


MARKETING MANAGEMENT 


The Development of Standard Order- 
Handling and Order-Filling Cost 
Rates 


The cost of handling orders as they come 
in from the salesmen, involving the ex- 
penses of carrying on the clerical, storing, 
filling, packing, shipping and collection ac- 
tivities relating to customers’ orders, is, 
in many cases, staggering in amount. In 
this paper, the author explains how stand- 
ard rates for these activities were estab- 
lished, and how they were applied in such 
a way as to distribute the total order han- 
dling and filling charges over the com- 


modities sold by a large manufacturing 
company. By Frank J. Naumann. N. A. 
C. A. Bulletin, Jan. 15, 1933, Sec. I, p. 
777 :11. 


How Concerns in Various Lines of 
Business Are Meeting Price Com- 
petition 

This report has two objectives: to pre- 
sent a background for the formulation of 
an effective and profitable pricing policy; 
and to give the experience of various con- 
cerns in meeting the situation. 

The general conclusion is drawn that the 
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consensus of opinion holds that there is 
little that business can do to remedy the 
basic factors that govern the price situa- 
tion, and no general policy is suggested 
that may be relied upon to serve the inter- 
ests of all industries alike. The variety 
of reports received from individual con- 
cerns bears out this conclusion. It is 
virtually impossible to coordinate them into 
any general scheme or program, and the 
problem for the individual concern is for the 
time being purely a problem of expediency. 
Daritnell Report No. 390. 23 pages. 


The New Competition Is in Manage- 
ment 

The training director of The Studebaker 
Sales Corporation of America, discussing 
today’s markets, describes one way of get- 
ting a “wider angle slice” of the available 
business pie. The important factor that 
makes it possible for one sales organization 
to go ahead while the other stands still is 
real leadership, he points out. Given in- 
telligent and aggressive leadership, many 
sales organizations are showing speed to- 
day. By David R. Osborne. The Red 
Barrel, Jan. 15, 1933, p. 8:2. 


A Manufacturer Appraises Selective 
Distribution 


The major obligation assumed by the 
manufacturer and the jobber in a selective 
distribution plan is that of supplementing 
each other’s work and ability. In describ- 
ing the provisions of the plan under which 
his company is operating, the president of 
I. Schneierson & Sons, Inc., emphasizes his 
belief that, to be successful, a selective dis- 
tribution program must have the constant 
cooperation of all parties concerned. By 
S. S. Schneierson. Executives Service 
Bulletin, February, 1933, p. 3:2. 


Conquering Returned Goods Evil 


The National Retail Dry Goods Associa- 
tion estimates that 14 per cent of all mer- 
chandise sold at retail is returned. In- 
evitably the flood of returned merchandise 
finds its way back, at least in part, to the 
manufacturer. Methods used to correct 


this condition by such organizations as 
Associated Dress Industries, Brake Lining 
Association, Frederick Stearns & Co., Hy- 
grade Sylvania Corporation, Berry Broth- 
ers, Wilson Brothers, Coleman Lamp & 
Stove Company, Perfumery Importers’ As- 
sociation, Multibestos Company, are out- 
lined. Printers’ Ink, Jan. 12, 1933, p. 3:6. 


“Maldistribution”—Causes and Cures 


Discussing “the lack of balance between 
production and real demand, and the lack 
of sufficiently coordinated effort on the 
part of all the processors between the ac- 
tual manufacture of cloth and the final 
acceptance of the consumer,” the president, 
Bliss Fabyan & Co., Inc., sets forth a dis- 
tribution concept which, because it is con- 
cerned with basic ideas, may be of interest 
not only to textile executives, but also to 
many others in unrelated industries. By 
S. R. Glassford. Executives Service Bul- 
letin, February, 1933, p. 7:2. 


This Plan Reduced Returned Goods 36 
Per Cent 


In order to stem the tide of returned 
goods that set in with the depression, the 
Benedict Manufacturing Company inaugu- 
rated an effective plan. 

Knowing that the salesmen were the first 
line of defense against the returned goods 
evil, the company started to drive home to 
them the steps that they could take to re- 
duce it: 1. Proper guidance of the cus- 
tomer at the time of making the sale; 2. 
Explain to the customer that a large part 
of damage in transit is beyond control of 
the company, and to examine all packages 
upon receipt from the carriers for indica- 
tions of damage; 3. Avoid making impos- 
sible delivery promises, taking care to ex- 
plain the diversification of the company’s 
business and the impossibility of carrying 
a large stock of all items on hand at all 
times; 4. To refrain from sending exten- 
sive sample lines unless certain that worth- 
while business would result. The educa- 
tion of the salesmen along these lines pro- 
ceeds at regular intervals so that the sub- 
ject will not be forgotten. 
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In analyzing returns it was found that 
the classification “for accommodation of 
customers” represented over 40 per cent 
of the returns. 

The customer making the request is 
written a frank, friendly letter outlining 
the extremely high cost of returned goods, 
the prevalence of the practice and the ne- 
cessity of the manufacturer to resist this 
tendency. Where it appears strained rela- 
tions with the customer may result, the re- 


Salesmen: 


Fitting the Salesmen’s Compensation to 
Today’s Conditions 

In many organizations, most of the 
salesmen are operating “in the red,” or 
perilously close. Conditions have out- 
moded certain types of compensation plans. 
Many salesmen are afraid to travel—afraid 
of losing money on any trip they might 
make. Distributors are not being called 
on as frequently as necessary. Traveling 
expenses have not come down. 

Alert manufacturers have developed sig- 
nificant plans to meet these problems. This 
article presents an analysis of changes in 
payment plans made by a group of typical 
manufacturers including an underwear 
manufacturer, manufacturing chemists, a 
metal fabricator, a manufacturer of paper 
specialties sold through department stores, 
specialty shops, etc., a manufacturer of 
automotive parts and one in the industrial 
field. By W. B. Edwards. Printers’ Ink 
Monthly, January, 1933, p. 25:3. 


Friendly Selling 

While the fundamentals of selling prob- 
ably are the same in every line, says the 
sales manager of Pitman-Moore Company 
(pharmaceuticals), in selling professional 
men the most important points are: 1. 
Studying the individuality of the man on 
whom you are calling; 2. Making his prob- 
lems your problems; 3. Being interested in 
Presenting and selling products which will 
enable him to solve his problems in a 
better way than he has had them solved 
before. 


“Friendly selling,” according to Mr. 


turned merchandise is accepted, and credit 
given after making a deduction partially 
to offset the cost of handling the trans- 
action. 


A sample letter to the customer is given. 
The good trade associations might do in 
establishing standards of practice on this 
problem is emphasized. By L. E. Barnes. 
Printers’ Ink Monthly, January, 1933, p. 
42 :2. 


Selection, Training, Compensation 


Brown, is the only kind of successful sell- 
ing. High pressure salesmanship, he points 
out, has its place in selling some lines, but 
not when it is necessary to call on the 
trade often, as in selling to the medical 
profession and drug trade. Emphasis is 
placed on the efficacy of really constructive 
selling that moves goods beyond the deal- 
er’s shelves. By Merrill J. Brown. The 
Red Barrel, Jan. 15, 1933, p. 10:4. 


These Salesmen Pay Expenses Out of 
Special Bonuses 

The vice president in charge of sales of 
the Puritan Soap Company describes that 
organization’s plan under which, instead of 
paying the missionary man his market 
salary plus a commission he is installed on 
a minimum weekly stipend which will as- 
sure his knowing where his next meal is 
coming from but not much more. The 
salesman has to make his quota to secure 
a decent income. The unique feature of 
the plan is that the commission is paid to 
the salesman not by the factory but through 
the warehouse distributor in whose interest 
the salesman is working. The factory 
passes credit to the distributor twice a 
month as a “missionary allowance” and 
this in turn is paid to the missionary man 
in line with the turnover of the distributor’s 
inventory. 

The most important feature of this plan 
is that the missionary man feels a direct 
responsibility to the distributor and inas- 
much as he receives part of his remunera- 
tion from the distributor he becomes, in a 
sense, one of their employees, a specialty 
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man within the distributor’s organization. 
The plan has been widely acclaimed by the 
company’s distributors. 

Supervisors in this organization are 
handled on an expense allowance basis. 
Their salaries are intended to represent 
their market value. Six dollars for living 


expenses is given for each day they are 
away from home. This is to cover every- 
thing except railroad fare and an occa- 
sional extra item such as a long distance 
telephone call or an entertainment item 
which the company deems legitimate. By 
John F. Bush, Jr. Printers’ Ink, Dec. 1, 
1932, p. 17:3. 


Sales Promotion: Letters, House Organs, Advertising 


Science versus Guesswork in 1933 Sales 
Quotas 


Many a sales force, many a dealer or- 
ganization is underselling a product be- 
cause of the lack of an adequate, accurate 
picture of market potentials, or the lack 
of a specifically defined sales task. If you 
have not set a quota for this year that is 
something more than somebody’s haphaz- 
ard hunch as to how much you can sell, 
do so immediately. Otherwise you are 
drifting. You are sailing a rudderless 
ship. By E. St. Elmo Lewis. Sales Man- 
agement, Jan. 15, 1933, p. 51:3. 


Dealers Like Specific, Authentic Newsy 
Sales Helps 

The advertising manager of The Upson 
Company describes the series of folders, 
called “Sun Rays,” sent the company’s 
dealers eight or ten times a year. The 
first page of the folder states that it is a 
“clearing-house of proven sales and profit- 
stimulating ideas for Upson Selling Asso- 
ciates,” as Upson dealers are called. It is 
written to appeal to both dealer and con- 
sumer. It is designed so that, by tearing 
off one editorial section addressed to him 
only, the dealer can use it either for mail- 
ing or personal distribution to his cus- 


Retaili 


Employee Discounts From 10-30 Per 
Cent in Eight Chain Systems 
Eight out of 10 chain department and 
specialty shops allow discounts to their 
employees on merchandise bought in their 
stores. In one of the eight chains that 


tomers. The folder is largely pictorial, 
thus supplying the dealer with illustrations 
of actual uses which the representative 
may show the customer. By Walter Ray- 
mond. Printers’ Ink, Feb. 9, 1933, p. 40:2. 


Stores Add Entertainment Features to 
Attract Trade 


Many stores throughout the country 
have put on elaborate entertainment pro- 
grams of one kind or another for their 
customers, or added regular entertainment 
features during recent months. Some 
stores have in the past made a regular 
practice of giving an annual party or spe- 
cial evening of entertainment, but unusual 
features are being added to these efforts 
at attracting and holding trade by means 
of entertainment. These are in addition to 
the many free services which are normally 
offered. Results have been highly grati- 
fying. 

Many stores hold “parties” for children, 
and one mid-western hardware store finds 
its annual “peanut party,” at which every- 
one is invited to eat all the fresh roasted 
peanuts that they can, free of charge, a 
distinct success. Domestic Commerce, 
United States Department of Commerce, 
Jan. 20, 1933, p. 19. 


grant the privilege, each store in the chain 
handles the matter according to the policies 
set down by the management of that store 
and there is therefore no one plan in force. 
In one of the two remaining chains that 
does not allow employee discounts the ex- 
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ception is made in the sale of discarded 
samples at the central office; a reduced 
price is placed on these samples and em- 
ployees are permitted to make the purchase 
at the lower price. 

In no instance was the privilege of the 
employee discount found to be abused. 
However, the stores have set up machinery 
for watching purchases to protect the em- 
ployees from overzealousness and from un- 
ethical acts. Retailing (Executive Edi- 
tion), Jan. 16, 1933, p. 2. 


Stock Turnover—Its Relation to Net 
Profits 


The merchant of today is the purchasing 
agent for the community. It is his func- 
tion to sense the requirements of the com- 
munity, buy the right quality at the best 
prices obtainable, and dispose of same at 
prices which will yield a fair return for 
his services, as contrasted with “what the 
traffic will bear.” Modern transportation 
and communication have eliminated the 
trader from the main channels of com- 
merce. Speeding up turnover of stocks, 
with some few exceptions, has left no place 
for the “trader.” 

Three important elements of expense in 
retailing are represented by: Interest on 
the investment; Rent of space wherein to 
display and sell the merchandise; Storage 
space for surplus stocks. 

With regard to investment, figuring on 
the basis of 6 per cent per annum interest 
rates, if the turnover on stock is four times 
per annum, the interest charge on stock 
investment would amount to one and one- 
half per cent; whereas if this turnover 
were at the rate of once per annum, the 
investment cost would amount to six per 
cent. This four and one-half per cent dif- 
ference between four times and one time 
turnover of stock would more than eat up 
the profits of the ordinary establishment. 

The rental of display and selling costs is 
one of the largest expense items in the 
retail business, in view of the fact that the 
location must be where there is the largest 
flow of traffic and where the display will 
attract the largest number of people. 


If the average cost of display and selling 
space in a retail business were six per cent, 
and one-half of the sales were done on 
merchandise with a four times turnover, 
and the balance of the business done on 
merchandise with a one time turnover, and 
assuming that the amount of display space 
in each instance was relatively the same, 
it could be readily explained that the 
rental expense on the merchandise which 
was turned over four times would be 3.25 
per cent, and on the merchandise that 
turned over once per annum, 15 per cent. 
In view of this, it might be stated that on 
all merchandise turned once per annum, 
there would be considerable monetary loss. 

The same illustration might be used with 
regard to the cost of storage space, insur- 
ance and other elements of expense. By 
Irwin D. Wolf and Edward R. Clarkson. 
Proceedings of the Fifth International Con- 
gress for Scientific Management, Vol. II, 
Amsterdam, July, 1932, p. 9-1:7. 


The Second Pennsylvania Retail 
Conference 


Current Retail Problems, by E. H. Scull; 
Are We Placing Too Much Emphasis on 
Volume? by A. H. Nyberg; Planning 
Profitable Selling, by Charles H. Bear, 
Jr.; Taxes and the Merchant, by Dr. 
Leonard P. Fox; What Services the Mer- 
chant Expects from the Newspaper, by 
Maurice Chait; The Services of the News- 
paper to the Merchant, by J. H. Kuntz. 
Proceedings of the Second Annual Retail 
Conference, Pennsylvania State College, 
August 22 and 23, 1932. 64 pages. 


Merchandising Requirements of the 
Drug Store Package 

While treating of packaging as a manu- 
facturer’s problem, this report points out 
that the task is not merely that of putting 
a product in a package but of placing a 
packaged product favorably on retail 
shelves among hundreds of competing 
commodities. 

The report considers the reasons for a 
package change, methods of accomplishing 
the change, suggested procedure, deter- 
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mination of package quantities, selection of 
the essential container of protective wrap- 
pers, of product name, printed matter on 
packages, color and decorative pattern, and 
testing the drug store package. By Wroe 
Alderson and B. B. Aiken. Domestic 
Commerce Series No. 73, United States 
Department of Commerce, 1932. 36 pages. 


Tested Goods Key to Penney 1932 
Strength 

The J. C. Penney Company started on 

the year 1932 with three major objectives. 

The first one was that they should end the 

year with a larger cash balance; the second 


Capitalism, Cooperation, Communism. 
By Andrew J. Kress. Ransdell, Inc., 
Washington, D. C., 1932. 141 pages. 
$2.00. 

Seventy-third Annual Report of the 
Superintendent of Insurance. Part I 
—Joint-Stock and Mutual Fire and Ma- 
rine Insurance Companies, Lloyds and 
Inter-Insurers for Year ended December 
31, 1931. J. B. Lyon Co., Albany, N. Y., 
1932. 1974 pages. 


Introduction to Principles of Account- 


ing. By H. A. Finney. Prentice- 
Hall, Inc., New York, 1932. 649 
pages. $5.00. 


The Public Relations of the Motion Pic- 
ture Industry. Report by the Depart- 
ment of Research and Education, Fed- 
eral Council of the Churches of Christ 
in America, New York, 1931. 155 pages. 
50¢. 

Short Selling—For and Against. By 
Richard Whitney and William R. Per- 
kins. Appleton, New York, 1932. 181 
pages. $1.25. 

The Dow Theory. By Robert Rhea. Bar- 
ron’s, Boston, 1932. 252 pages. 

The Advertising Agency Looks at 
Radio. Edited by Neville O’Neill. Ap- 
pleton, New York, 1932. 233 pages. 
$3.00. 
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that sales should be as nearly maintained 
as possible and the third that there should 
be a greater emphasis on merchandise con- 
trol. Not only have these three objectives 
been largely attained but the company is in 
a very favorable condition as compared 
with other chains and with department 
stores. The cash balance is larger; the 
sales are down only 10 per cent as com- 
pared with the 22.6 per cent for department 
stores as a whole and merchandise has 
been greatly increased. Tested merchan- 
dise, coupled with better selling had a 
great deal to do with the attaining of these 
objectives. Retailing (Executive Edition), 
Jan. 16, 1933, p. 2. 


England Muddles Through. By Harold 
E. Scarborough. Macmillan, New York, 
1932. 265 pages. $1.75. 


The Federal Trade Commission. By 
Thomas C. Blaisdell, Jr. Columbia 
‘University Press, New York, 1932. 323 
pages. $3.00. 


The Engineers and the Price System. 
By Thorstein Veblen. Viking Press, 
New York, 1932 (sec. printing), 1921 
(first published). 169 pages. $1.50. 


Geology & Industry. By Willard Rouse 
Jillson. The Author, Frankfort, Ky., 
1931. 31 pages. 


An American Engineer Looks at Russia. 
By George A. Burrell. Stratford Co., 
Boston, 1932. 324 pages. $2.50. 

The Development of American Com- 
merce. By John H. Frederick. Apple- 
ton, New York, 1932. 390 pages. $3.00. 

General Sales Taxation—Its History and 
Development. By Alfred D. Buehler. 
Business Bourse, New York, 1932. 378 
pages. $5.00. 

Small Loan Legislation. A History of 
the Regulation of the Business of Lend- 
ing Small Sums. By David J. Gallert, 
Walter S. Hilborn, and Geoffrey May. 
Russell Sage Foundation, New York, 
1932. 255 pages. $3.00. 
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Harvard Business Reports. Cases on 
Cooperative Advertising. Vol. XI. 
Compiled by Graduate School of Busi- 
ness Administration, Harvard University. 
McGraw-Hill Book Co., New York, 1932. 
352 pages. 


The Development of American Indus- 
tries—Their Economic Significance. 
Planned and Edited by: John George 
Glover and William Bouck Cornell, 
Prentice-Hall, New York, 1932. 932 
pages. $5.00. 
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Recovery: The Second Effort. By Sir 
Arthur Salter. Century Company, New 
York, 1932. 353 pages. $3.00. 


The qualifications of the author of this 
interesting book can best be summed up 
in his own words appearing in the Preface: 


“He has been an official for a quarter 
of a century, and, for the latter half of 
that time, an international official. As such 
he has participated in, or has been in in- 
timate contact with, most of the attempts 
to deal with the world’s economic and 
financial problems by international action, 
whether through the Supreme Economic 
Council, the Reparation Commission, the 
‘pleasure-resort’ conferences from Spa to 
Genoa, or the League of Nations.” 


This book covers in a sweeping manner 
many of the important European develop- 
ments of the past decade, largely from the 
“international” point of view. 

In the first chapter Mr. Salter advances 
the rather remarkable thesis that the ma- 
terial destruction wrought by the World 
War was one of the least evils of the 
conflict and that our chief troubles since 
the war have been due to “dislocation.” 
He suggests that if our economic and po- 
litical system had been working properly 
the world could have repaired its war losses 
within a year or two, and could have ad- 
vanced to a higher standard of prosperity 
than ever before attained or even imagined. 
Possibly those who realize that the Great 
War, directly and indirectly, destroyed be- 
tween $300,000,000,000 and $400,000,000,000 
of property and services, between one-third 
and one-fourth of the world’s wealth, will 
take a rather different point of view. It 
has been carefully estimated that even 


though recovery should have begun 
promptly following the close of the war 
and continued at the pre-war rate without 
interruption until 1930, we should even then 
merely have recovered our losses so that, 
after allowing for price changes, the world 
would have been about back to where it 
was in 1914, 

The author blames much of our present 
ills upon a breakdown in the gold stand- 
ard, hinting that gold became a “tyrant 
rather than a constitutional monarch,” To 
an American with some experience in 
things European, it would seem that Sir 
Arthur is probably too much influenced in 
this matter by his European background, and 
particularly by the peculiar trade problems 
of his native England. It would seem that 
he lays too much stress upon criticisms of 
the gold standard, rather than upon the 
criticism of those great political maladjust- 
ments developed from the war, and those 
political and economic stresses and strains 
which led to the war. 

From his conception of the weaknesses 
in the gold standard, it is easy for Mr. 
Salter to draw the conclusion that “the 
goal of world monetary policy should ob- 
viously be a reasonable stability of the 
general world price-level.” He goes so far 
as to hint that currency and credit should 
be so manipulated that the cost of living 
should be held steady rather than be al- 
lowed to tend gradually downward. Ap- 
parently he has heard something about 
Professor Fisher’s .“compensated dollar” ! 

The author gives as underlying causes 
of the world’s financial crisis: dead-weight 
debts, reckless lending, and high tariffs. 
He makes a good point when he says, “I 
venture to challenge a denial, from any 
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responsible person acquainted with the pub- 
lic borrowings of the years 1925-28, of the 
assertion that, with the exception of loans 
recommended by the League of Nations and 
the Central Banks, the bulk of the foreign 
loans in these years to public authorities 
in debtor countries would better not have 
been made.” 


In his discussion of commercial policy 
and tariffs he makes the interesting state- 
ment that, “history records no contrast be- 
tween an almost unchallenged doctrine and 
an almost universal practice equal to that 
which confronts us in the sphere of the 
world’s commercial policies.” A practical 
minded and realistic individual might ven- 
ture the assertion that if universal practice 
over generations has been contrary to theo- 
retical doctrine, there may be some reason 
for questioning whether the doctrine itself 
should remain unchallenged. 

Although the author says that “on bal- 
ance there can be little doubt that the pub- 
lic has greatly gained by large-scale pro- 
duction, even when it has involved some 
restriction of competition,” yet he asserts 
a little later that “the defects of the capi- 
talist system have been increasingly rob- 
bing it of its benefits. They are now 
threatening its existence.” He then pro- 
ceeds to state that “We have before us 
only the alternatives of collective leader- 
ship, collective control, or chaos.” This 
being his analysis, it is not strange that he 
advocates national and international “coun- 
cils,” “managed currencies” and banker 
control of prices. Yet if, as he says, “the 
worst danger of the modern world is that 
the specialized activities of man will out- 
run his capacity of regulative wisdom,” 
then it is a little difficult to believe that the 
collective thinking and planning of incom- 
petents will be any better than their in- 
dividual actions. 

Mr. Salter’s analysis of the emotions 
which sway France and influence her poli- 
cies is a classic: 

“The root of France’s policy is not arro- 
gance, born of a conscious strength, but a 
sense of insecurity, born of the knowledge 
that her strength is precarious. ... Her 


military dominance is not based on greater 
man-power or industrial organization than 
Germany’s, but upon a treaty-imposed in- 
equality, in its nature not permanent... . 
Her very temptation to abuse her strength 
comes not from confidence in it, but from 
the sense that it may not last.” 

Under his Program of Action Sir Arthur 
well says: 

“Many, perhaps most, of the adjustments 
that must be made before recovery can 
come, which might earlier have been made 
by deliberate policy, with so much less 
waste and cost, will now come from the 
pressure of hard facts and the collision 
of brute forces.” 


He appears to believe, however, that it 
would have been possible to adopt a mone- 
tary policy which could have prevented 
the fall of prices; and that conditions could 
have been established providing for “pru- 
dent new lending.” He then goes on to 
recommend the adjustment of Reparations 
and War Debts, the former of which was 
taken care of at Lausanne last summer. 
Next he would have prices increased up 
to the level of 1929 and there kept stable. 
(Page the Goldsborough Bill!) He ad- 
vocates that the United States and France 
should restore the 1929 price level by “cre- 
ating” a large quantity of “new money,” 
accompanied by the import of more goods 
from abroad and the diminishing of ex- 
ports. He further suggests that large sums 
should be spent on public works and that 
our tariffs should be reduced. He believes 
that we should then make substantial for- 
eign loans, guaranteed if necessary by the 
Government with a view to preventing 
“default on existing debts and to save cur- 
rencies from further disorganization, and 
to restart enterprise in debtor countries.” 

Finally, Mr. Salter sums up his objec- 
tives and hopes in the last chapter entitled 
“A New World Order” in which he rec- 
ommends, first, a new international or 
world currency system “managed” through 
some super-central bank, ultimately “with- 
out the support, or the cost, of gold.” 
Then he would have “a reformed and regu- 
lated credit system” and “the tariff sys- 
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tems of the world will be the result of 
international discussion and agreement, 
stable for long periods,” and as a rule 
changeable only downward. To accomplish 
many of these worthy objects he would 
have “national economic councils, upon 
which a World Economic Council could be 
constituted to fulfill a similar purpose.” 


After reading “Recovery” with consid- 
erable care, and after having spent a good 
part of the past twenty-five years in at- 
tempting to examine in a realistic manner 
many of the problems which are discussed 
in the book, the reviewer is disposed to 
agree in the main with Sir Arthur Salter’s 
statement about himself which appears in 
the Preface: “The writer has not the aca- 
demic qualifications of an economist and 
has had no direct experience in business 
enterprise.” 

Epmonp E. Lincoin. 


Profitable Practice in Industrial Re- 
search. Edited by Malcolm Ross with 
the collaboration of William Spraragen 
and Maurice Holland. Harper & 
Brothers, New York, 1932. 269 pages. 
$4.00. 


In this book, the directors of several re- 
search laboratories discuss the methods and 
techniques whereby they have achieved suc- 
cess in industrial research. The history 
and philosophy of science as applied to the 
practical aims of industry, the organiza- 
tion, personnel problems, methods of pro- 
cedure, equipment of the laboratory, as 
well as internal research and other related 
subjects are treated. 


Principles of Money and Banking. By 
Russell Donald Kilborne. McGraw-Hill 
Book Company, New York, 1932 (third 
edition). 591 pages. $4.00. 


Some additional illustrated material grow- 
ing out of the recent monetary and banking 
situation has been incorporated in this re- 
vised edition. The development of the 
money economy has been treated more fully 
by adding some historical material. In the 
light of recent experience, there has been 


added new material in the chapter dealing 
with the gold exchange standard. The sec- 
tion dealing with the foreign exchange has 
been altered by the addition of new sections 
treating the creation of dollar exchange 
and future exchange. A new chapter deal- 
ing with the historical development of 
banking in the United States has been 
placed in Part III and an analysis of the 
Glass-Steagall Act appears there also. The 
chapter on investment companies has been 
rewritten to bring it up to date. 


Ten Years of Industrial Psychology. 
By Henry J. Welch and Charles S. 
Myers. Isaac Pitman & Sons, New 
York, 1932. 146 pages. $2.00. 


The work, research projects, and educa- 
tional activities, of the National Institute 
of Industrial Psychology of London, dur- 
ing the first decade of its existence, just 
completed, are explained in detail in this 
volume, at the end of which will be found 
a list of books and reports written by the 
staff of the National Institute of Industrial 
Psychology. 


Basic Standard Costs. By Eric A. Cam- 
man. American Institute Publishing 
Company, New York, 1932. 232 pages. 


$3.50. 


The subject of standard costs is presented 
in a clear, comprehensive and not too dog- 
matic manner. There are chapters on the 
following topics: The Difference Between 
Job Costs and Standard Costs; Description 
of the Standard-Cost Plan; Standard Costs 
as Ideals or as Measures; Analysis of La- 
bor Cost Variations; Analysis of Material 
Cost Variations ; Manufacturing Cost Vari- 
ations—Graded Products; Manufacturing 
Cost Variations—Joint Products; Analysis 
of Variations in Profits; Projection of Re- 
sults Under Expected Changed Conditions ; 
Outlining the Accounting Plan; Classifica- 
tion; Determining Normal Capacity; Re- 
porting Production and Inter-Departmental 
Transfers; Inter-Departmental Profits. 
Specific examples and charts illustrate the 
text. 








Economic Stabilization in an Unbalanced 
World. By Alvin Harvey Hansen. 
Harcourt, Brace & Co., New York, 1932. 
384 pages. $3.00. 


The factors that have prevented a return 
of economic balance since the war are, ac- 
cording to Professor Hansen: 


1. The creation of numerous small petty 
states 

. Post war tariff legislation 

. Differential labor costs 

. Technological changes 

The Rationalization movement 

. Monetary disturbances 

. The redistribution of world wealth 


Most of these factors in the current sit- 
uation and their inter-effects are carefully 
analyzed. Without evident intent to argue 
a case, the current trend of thought toward 
acquiring anything like complete economic 
stability through social control is effectively 
arraigned as probably ineffective and as 
“not the kind of life that Western civili- 
zations wish to live.” In fact, the author 
believes that “much of the present insta- 
bility has been caused by wrong govern- 
mental policies and other unfortunate forms 
of social control.” Among these are repa- 
rations payments, war debts, efforts to pre- 
vent the free adjustment of wages, and 
effective efforts to stabilize particular com- 
modity prices through cartels, legislation 
or otherwise. A systematic and orderly 
adjustment of wages is advocated. The 
various plans for the stabilization of prices 
in general are considered as the major 
key to the problem of instability. 

In a society half regulated and half 
unregulated, maladjustments are bound to 
increase and the results of control possibly 
prove more serious than the problems 
which control is intended to remove. The 
development of control is bound to pro- 
ceed unevenly on a thousand fronts in our 
complex modern order unless it is so all 
inclusive as to cause stagnation and lower 
output and income. 

Progress creates instability. It implies 
change and disturbance. The author pre- 
fers progress. 
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An important contribution to the discus- 
sion of technological unemployment ap- 
years in Chapter X. The author qualifies 
the traditional economic viewpoint that 
technological improvements do not cause 
unemployment except temporarily—a view 
recently reinforced by both Douglas and 
Schlichter. The fallacy lies in a confusion 
resulting from the identification of demand 
for labor and the demand for goods. The 
author thoroughly analyzes the institution 
frictions that in some cases prevent re- 
employment of labor. These are analyzed 
under the headings: Flexible prices and 
controlled wage rates; Controlled prices 
and labor reabsorption; Monopoly, power 
and reemployment. 

On programs to recapture the 1929 price 
level, the author believes that it will be 
impossible to alter the banking habits and 
customs of the various countries sufficiently 
to permit the world’s gold reserves to sup- 
port the 1929 level. The alternative is to 
accept the present price level and look 
forward to still lower prices in the next 
decade or two. If so, we must center at- 
tention on reducing costs—a problem for 
industry—not for either governments or 
central banks. 

“We shall not succeed in solving the de- 
pression through the soothing and agree- 
able device of inflation. . . . We shall have 
to face the probability of having to repeat 
the process in future since a downward 
trend in prices is likely. . .. In a de- 
pressed period, society suffers the birth 
pangs of an improved production tech- 
nique that paves the way for higher ma- 
terial standards.” 

The one conceivable development “which 
would completely revolutionize the mone- 
tary situation throughout the whole world” 
would be the demonitization of gold by 
Great Britain and other nations closely tied 
to the pound sterling—‘once and for all as 
a permanent policy” and thus depreciate the 
value of gold and permit the sustenance 
of the 1929 price level for a long time to 
come, 

W. J. Donatp, Partner, 


James O. McKinsey and Company. 








